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IBRD Loans to India and East Africa 


India 


The International Bank for Reconstruction and Devel- 
opment on March 14 entered into a formal agreement to 
lend $10 million to the Industrial Credit and Investment 
Corporation of India, Limited, a corporation newly 
formed by private investors of India, the United King- 
dom, and the United States to assist the growth of 
private industry in India. The Corporation was estab- 
lished under Indian law on January 5, 1955, and was 
given authority to commence business on March 2. Its 
offices have been established in Bombay. 


The Corporation will make long- and medium-term 
loans to industrial enterprises; purchase shares of indus- 
trial enterprises; underwrite new issues of securities; 
guarantee loans by other investors; and help industry to 
obtain managerial, technical, and administrative advice 
and assistance. As rapidly as is prudent, the Corporation 
will sell its loans and share holdings to other investors, 
thereby expanding the capital market and recovering its 
own capital for further investment (see this News Survey, 


Vol. VII, pp. 185 and 206). 


Of the Indian subscription of Rs 35 million to the 
capital of the Corporation, Rs 20 million was privately 
placed; the remainder was sold in the first half of Feb- 
ruary through a public offering that was oversubscribed. 

The Bank’s loan is guaranteed by the Government of 
India. It is for a term of 15 years and bears interest of 
4° per cent per annum. The proceeds will be used for 
purchases of imported equipment, materials, and services 
needed to carry out projects financed by the Corporation. 


East Africa 


On March 15 the International Bank made a loan of 
$24 million to help finance a program being carried out 


Europe 


European Community for Coal and Steel Investment 


The. High Authority of the European Community for 
Coal and Steel has arranged with banks which are holding 
its funds as deposits, for medium-term loans to be made 
at advantageous rates to Community coal and steel enter- 
prises. German banks have already made five-year loans 
of $12 million at 4% per cent (the normal rate for 
medium-term loans in Germany is 7! per cent), and 
negotiations are in progress for similar loans in France. 


to modernize and expand railways, harbors, and road 
transport in Kenya, Uganda, and Tanganyika. 

The Bank’s loan was made to the East Africa High 
Commission, a statutory administration established in 
1948 which directs certain services, including transpor- 
tation and communications, in the three territories. The 
transportation program itself, which is expected to be 
nearly completed in 1957, is being carried out by the 
East African Railways and Harbours Administration, a 
service of the Commission; and it is the Administration 
which will use the proceeds of the Bank’s loan. 

The program includes the building of deep-water berths 
and other port facilities and the acquisition of lighters 
and tugs; the purchase of new locomotives, rolling stock 
and railway signaling equipment, the expansion and im- 
provement of railway workshops, and the construction 
of new track and the improvement of permanent way; 
and the purchase of road transport vehicles, spare parts 
and the like. 

The Bank’s loan will help to pay for goods and equip- 
ment imported during the years 1954-57. In these four 
years the program will cost the equivalent of about $100 
million, of which the greater part is being financed by 
borrowings in the London capital market. Most of the 
imported goods will come from the United Kingdom, 
and the Bank will disburse dollars for purchases there. 

The Bank’s loan is for a term of 20 years and bears 
interest at 434 per cent including the | per cent statutory 
commission charged by the Bank. Amortization will 
begin on January 15, 1958. The loan is guaranteed by 
the United Kingdom and by Kenya, Uganda, and Tan- 
ganyika. 

Sources: International Bank for Reconstruction and De- 


Releases, March 14 and 


Press 


velopment, 


15, 1955. 










The High Authority’s assets held by the banks corre- 
spond to its credit fund of over $50 million by which it 
guarantees repayment of interest and principal on all 
loans contracted by the Community. The credit fund is 
fed by the levy on Community coal and steel production. 
Banks do not lend the High Authority’s money, but 
merely make use of the credit facilities with which it 
provides them. 

On February 8 the High Authority allocated loans 
totaling $10 million for thermal power station projects in 
South Belgium and $4.1 million for projects to improve 
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processing of Italian iron ore. This brings to $74.4 mil- 
lion the amount already allocated of the $100 million 
borrowed from the U.S. Export-Import Bank in 1954. 
(See this News Survey, Vol. VII, p. 213). 


Source: Bulletin from the European Community for Coal 
and Steel, Luxembourg, February-March 1955. 


Sterling Exchange Rates 


The official spot rate for sterling improved from $2.79 
to $2.7914 during the week ending March 14, apparently 
without support from the Exchange Equalization Account. 
The Economist reports some slight evidence that on cer- 
tain days the U.K. authorities have bought, rather than 
sold, dollars, thus recouping a small part of the cost of 
the supporting operations undertaken in February. Trans- 
ferable sterling continues to harden, moving from $2.7614 
on March 8 to over $2.7614 on March 14. It has been 
reckoned that the limit of economic incentive to com- 
modity “shunting” even for such products as tin, furs. 
and diamonds, of which the prices are high in relation to 
weight and bulk, is not much beyond $2.75. The diminu- 
tion of “shunting” activities following the appreciation of 
transferable sterling rates is also beginning to affect 
official spot rates: dollars earned through the sale of 
sterling tin to the dollar area have once again been offered 
on the official market. While there is some evidence of 
continued official intervention, its scale cannot be assessed 
since the market for transferable sterling extends to so 
many countries, and it has been suggested that the rise 
of the rate so far may be more a tribute to the possi- 
bility than to the actuality of intervention. 


The discount on forward sterling remains at about 34 
cent for one month and % cent for three months. The 
latter represents a discount on the spot rate of about 114 
per cent per annum, while the bill rate differential be- 
tween New York and London is about 2344 per cent. The 
fact that interest arbitrage would normally tend to widen 
the discount on forward sterling still further may indi- 
cate that the amount of short-term funds flowing to Lon- 
don is not large. However, outright forward purchases 
of sterling by U.S. firms with future import commitments 
and outright sales of forward dollars by U.K. firms in 
respect of new contracts secured in the United States 
have tended to narrow the discount. 


A weakening of the deutsche mark in terms of sterling, 
from 11.7614 when the Bank Rate was raised to 11.807. 
on March 4, is interpreted to mean that substantial selling 
of transferable sterling on German account is coming to 
an end. The conversion of liberated blocked or sperr- 
marks into dollars through transferable sterling must by 
now have largely spent its force. According to the Finan- 
cial Times, the German authorities have also ceased to 
allocate sterling and other EPU currencies for the import 
of dollar area goods such as coal, copper, and wheat. 
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Such allocations are reported to have totaled £30 million 
in the fourth quarter of 1954 and £714 million between 
January 1 and March 10, 1955. About 30 per cent of 
these transit imports involved the sale at a discount of 
transferable sterling against dollars. 


Sources: The Times, March 7, 1955, The Economist, 
March 12, 1955, and The Financial Times, 
March 11, 1955, London England; The Journal 
of Commerce, New York, N.Y., March 15, 1955, 


U.K. External Trade in February 


Preliminary U.K. trade figures for February show a 
fall in total exports (including re-exports), f.o.b., of 
£16.9 million, to £242 million, and a fall in imports, c.i.f., 
of £22.8 million, to £309.5 million. The visible trade 
deficit thus fell from £73.4 million in January to £67.5 
million in February. On a working-day basis exports 
and imports showed little change from January, but while 
imports were 28 per cent higher than in February 1954, 
exports were only 16 per cent higher. The trade deficit 
in February 1954 was £32.8 million. 

Exports to North America in February totaled £21.8 
million, compared with £22.8 million in January. Sales 
to the United States fell from £13.7 million to £12.2 mil- 
lion, but the average for the two months was 14 per cent 
higher than a year earlier; sales to Canada improved 
from £9.0 million to £9.6 million, the two-month average 
being about 11 per cent higher than in 1954. 

The Board of Trade points out that in the five months 
since the October dock strike, U.K. exports (excluding 
re-exports) rose by 2!4% per cent and U.K. imports by 
12 per cent over the same period of 1953-54. 

The Financial Times comments that U.K. exports both 
in general and to the dollar area appear to be recovering 
after their relapse in the fourth quarter of 1954. As 
import figures usually cover goods ordered two or three 
months earlier, the effects of neither the first nor the 
second change in the Bank Rate are likely to become 
apparent until the early summer. The higher Bank Rate 
should then reduce the strain caused by excess ordering 
for stock by industry, while a general dampening of 
economic activity, if it becomes necessary, would have a 
longer-term effect. Some imports, particularly of dollar 
commodities, are the result of the bad U.K. harvest, and 
cannot be reduced, though the recent official price review, 
by giving encouragement to U.K. farmers, should dimin- 
ish this particular drain. 


Source: The Financial Times, London, 


March 11, 1955. 


England, 


Prices, Wages, and Employment in France 


According to the published indices, prices were fairly 
stable in France during 1954. The wholesale index 
(1949=100) declined from 138.0 in December 1953 to 
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135.2 in December 1954. The consumer price index rose 
from 142.1 to 144.9 in the same period. 

For the period January 1, 1954 to January 1, 1955 
the index of hourly industrial wages rose from 500 to 
539 (January 1946=100). For the same period, the 
average working time increased from approximately 45.0 
hours per week to 45.2. The index of employment rose 
from 108.8 to 110.7 (1938=100). As a result of these 
three increases, it is estimated that the industrial wage 
bill for the year increased by more than 11 per cent. 
The number of unemployed receiving relief decreased 
from 61,880 to 57,345. The number of applicants for 
employment decreased from 193,063 to 177,870. 


Source: Le Monde, Paris, France, February 27, 1955. 


BLEU-Argentine Trade and Payments Agreement 


Belgium-Luxembourg and Argentina concluded a trade 
and payments agreement, which is valid for two years, 
on February 1, 1955. Trade between the BLEU and the 
Belgian Congo on the one hand and Argentina on the 
other is to amount to $45 million per year in each direc- 
tion. Transactions are to be effected at prices which 
would be “equitable and satisfactory” to both parties. 
Each party to the agreement has consented to allow the 
other a credit margin of $14 million. The agreement 
authorizes the transfer of any current commercial pay- 
ments, but most noncommercial transfers of income from 
investments and services from Argentina to the Belgian 
monetary area are not yet permitted. 


Source: La Libre Belgique, Brussels, Belgium, Febru- 
ary 3, 1955. 


Greek Exchange Controls 


By a recent decision of the Greek Minister of Finance, 
the maximum amount of Greek banknotes persons travel- 
ing abroad may take with them (in addition to the 
foreign exchange indicated in the Bank of Greece’s per- 
mit) has been raised from 200 drachmas to 450 drachmas 
(US$15) per traveler. Also, incoming travelers are al- 
lowed to import 450 drachmas per person in Greek 
banknotes. 


Source: Atlantis, New York, N.Y., February 15, 1955. 


German Public Finance 


According to a survey of the Federal Republic’s finances 
in the nine months ending December 1954 (i.e., the first 
three quarters of the budget year 1954-55), the increase 
in the revenue from West German federal taxes and cus- 
toms duties has been 6.9 per cent less than would have 
been warranted by the economic expansion. This is due 
to the tax cuts of the autumn of 1953. Total budgetary 
revenue during these fine months exceeded the total in 
the corresponding period of the previous year by about 
DM 1.5 billion. Budget expenditure increased by about 


DM 2.5 billion, of which nearly DM 900 million is at- 

tributable to increased spending for occupation costs. 

The surplus in the ordinary and extraordinary budgets 

amounted to DM 2.2 billion, which is about DM 970 mil- 

lion less than during the corresponding quarters of 1953. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, March 1, 1955. 


Germany's Agricultural Import Liberalization 


According to the Hamburg Chamber of Commerce, the 
method of calculation adopted by the OEEC for calculat- 
ing the trade liberalization percentages of OEEC countries 
exaggerates the extent to which Western Germany has in 
fact liberalized agricultural imports. The officially cal- 
culated percentage is 79.4, but this includes commodities 
such as coffee, cocoa, oilseeds, and citrus and tropical 
fruits, for which there is no German domestic production. 
A percentage based on agricultural imports that compete 
with German products would be much lower. 


Source: Handelsblatt, Diisseldorf, Germany, March 4, 
1955. 


Middle East 
Exchange Measures in Egypt 


An agreement has been concluded between the Egyp- 
tian and French Governments concerning the settle- 
ment of the balance of LE 3 million by which Egypt’s 
trade deficit with France exceeded the ceiling established 
under the Egyptian-French trade and payments agree- 
ments. The Egyptian Government is prepared to pay 
exporters a premium of 6.5 per cent of the value of their 
cotton exports to France (of the Ashmouni and Giza 30 
varieties), sold between February 21 and June 30, 1955 
and dispatched before the end of August 1955, up to the 
amount of LE 3 million. The Government will reimburse 
itself by requiring importers of tea from Ceylon to pay a 
premium of 6.5 per cent on the sterling placed at their 
disposal at the official rate up to the amount of LE 3 
million. Hitherto, in accordance with the “import entitle- 
ment account” system, importers of tea from Ceylon have 
had to pay a fluctuating premium on the sterling they 
required ranging from 7 per cent to 8 per cent. Exporters 
of cotton to France against French francs did not enjoy 
the privileges of the “import entitlement account” system, 
as all their proceeds were channeled through the 
Egyptian-French agreement accounts at the official rate. 
The new arrangement enables exporters of the varieties of 
cotton mentioned above to reduce their prices to French 
spinners by the amount of the premium they will now 
receive. When cotton up to the value of LE 3 million has 
been exported to France, all further transactions will 
again be channeled through payments agreement ac- 
counts. It was reported that up to March 1 cotton valued 
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at about LE 1.5 million had been sold to France under 
the new arrangement. 


Sources: Al Ahram Economique, March 1955, and Al 
Ahram, March 3, 1955, Cairo, Egypt. 


National Income of Pakistan 


The Central Statistical Office of Pakistan’s estimates of 
national income show that income at current prices rose 
from PRs 16,804 million in 1949-50 to PRs 17,080 mil- 
lion in 1950-51 and PRs 18,337 million in 1951-52, drop- 
ping to PRs 18,068 million in 1952-53. The increase of 
9 per cent between 1949-50 and 1951-52 was largely at- 
tributable to price increases induced by the Korean boom, 
although both agricultural and industrial production also 
increased in this period. The recession in world raw 
material prices was primarily responsible for the decline 
in income in 1952-53. Income per capita also rose from 
PRs 225 in 1949-50 to PRs 239 in 1951-52, and then fell 
to PRs 233 in 1952-53. Agriculture was the principal 
source of income, accounting on an average for about 
61 per cent of total annual income, followed by trade 10 
per cent, services 9 per cent, manufacturing 7 per cent, 
rent 6 per cent, and government services 6 per cent. 
Estimated income originating in private manufacturing 
increased by more than one third in the four-year period. 


Source: Dawn, Karachi, Pakistan, February 18, 1955. 


Protection of Industry in Pakistan 


Dr. Nazir Ahmad, Chairman of the Tariff Commission 
of Pakistan, has stated that the protection against for- 
eign competition required by industrialists in Pakistan, 
as well as in other underdeveloped countries, should be 
given, subject to several conditions. Before giving its 
assent to a proposal for protection, the Tariff Commis- 
sion had to be satisfied that the industry seeking protec- 
tion was not overcapitalized, and that it was efficient and 
would eventually be able to dispense with protection. 
For industries that were necessary for the security of 
Pakistan, exceptions from these conditions were granted. 


Source: Dawn, Karachi, Pakistan, February 11, 1955. 


Far East 


Indian Taxation Commission Report 


The report of the Taxation Inquiry Commission ap- 
pointed by the Government of India emphasizes the need 
to enlarge the role of taxation and borrowing in India 
as opposed to deficit financing for the implementation 
of the development program of the public sector of the 
economy. In regard to future tax policy, the Commission 
urges the maximum practicable restraint on consumption 
by all classes, the need for this restraint being greater for 
the higher than for the lower income groups. In order 
to divert resources from private consumption to public 
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investment, the structure of taxation must be properly 
diversified both in depth and in range. The extension of 
taxation to necessities is regarded as unavoidable. In- 
creases in direct taxation are also considered necessary, 
It is stated that the effect of such taxation on the will to 
work of the higher income groups has been generally 
exaggerated, though the need to promote savings and 
investment through incentives in the income tax system 
is also recognized. 

In order to provide incentives to develop productive 
enterprises, a “development rebate” is recommended for 
concerns engaged in selected industries which would be 
allowed to charge to revenue in the year of installation of 
new fixed assets 25 per cent of the cost of such assets, 
This rebate will be in lieu of the present initial depre- 
ciation allowance. 

The Commission also recommends some increase in 
the schedule of income tax rates. The scope for increases 
in the lowest income ranges is limited, but the room for 
increase in respect of the highest brackets is proportion- 
ately smaller than for the upper-middle brackets. A maxi- 
mum marginal rate of 85 per cent on incomes above 
Rs 150,000 is proposed. The exemption limit should be 
reduced from Rs 4,200 to Rs 3,000, and it is also suggested 
that the additional exemption applicable to incomes in 
excess of the basic exemption limit should be increased 
from Rs 1,500 to Rs 2,000 for married persons, and re- 
duced from Rs 1,500 to Rs 1,000 for unmarried persons. 

The Commission proposes increases in the rates of 
duty imposed by the Central Government on kerosene, 
sugar, matches, tea, and all varieties of cloth. New excise 
duties on sewing machines, vegetable oils, woolen goods, 
biscuits, paper, dry and storage batteries, electric fans, 
electric lamps, aerated waters, glass and glassware, paints, 
varnishes, and ceramics are also suggested. 

The Commission recommends that the sales tax should 
reach a larger number of persons. A multipoint tax at a 
rate not higher than 1% per cent with no exemptions is 
suggested, applicable to all dealers with a turnover 
exceeding Rs 5,000 a year. In addition, a single-point tax 
with a higher turnover limit is recommended to reach the 
middle and higher income groups. The Commission also 
recommends that an agricultural income tax on higher 
agricultural incomes should be adopted by all the States 
that have not yet done so. 


Source: The Statesman (Overseas Edition), 


India, March 5, 1955. 


Calcutta, 


Burmese Import Restrictions 


The Burmese Ministry of Trade Development has an- 
nounced a 50 per cent cut in all import licenses other 
than those for goods for industrial or personal use. Im- 
ports for which irrevocable letters of credit have been 
opened through March 7 will be treated as commitment 
cases, 
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It has also announced the suspension of all open gen- 
eral import licenses, effective immediately. All goods in 
this category shipped on March 11 or thereafter will 
require individual import licenses. Importers who had 
opened letters of credit prior to March 10, but who are 
unable to cancel orders, must apply for individual 
licenses, submitting full documentary evidence to show 
that the shipment is being effected after March 11 owing 
to circumstances beyond their control. The Government 
has stated that its action was necessitated by speculative 
activity on the part of importers who had placed orders 
abroad far in excess of the country’s requirements. 

Sources: The Financial Times, England, 


March 10 and 11, 1955. 


London, 


Japan and the GATT 


The following governments have so far signified their 
intention of entering into tariff negotiations with Japan 
preparatory to its accession to the General Agreement on 
Tariffs and Trade: Burma, Canada, Ceylon, Chile, Den- 
mark, Dominican Republic, Germany, Indonesia, Italy, 
Norway, Pakistan, Peru, Sweden, United States, and Uru- 
guay. A Tariff Negotiations Committee, composed of 
representatives of Japan and of the other governments 
participating in the negotiations, has been set up to make 
arrangements for these negotiations. 

Source: European Office of the United Nations, Press Re- 
lease GATT/220, Geneva, Switzerland, Febru- 
ary 21, 1955. 


Japanese Industrial Production in 1954 


The index of manufacturing production in Japan rose 
by nearly 10 per cent in 1954, to a figure about 95 per 
cent above that of 1950. Industries which recorded in- 
creases of more than 20 per cent were medical supplies 
(70 per cent), rolling stock (43 per cent), precision 
machines (27 per cent), chemical fibers (25 per cent), 
and nonferrous metals (22 per cent). Production of 
leather and leather products declined by about 9 per cent. 
Mineral production as a whole declined by about 4 per 
cent in 1954, but was 21 per cent greater than in 1950. 
Source: The Journal of Commerce, New York, N. Y., 


March 2, 1955. 


Japanese Joint Fishing Ventures 


The Taiyo Fishing Company of Japan has made an 
agreement with Indian businessmen to form a joint fish- 
ing firm to operate in the Indian Ocean. The Japanese 
company will provide 49 per cent of the requisite in- 
vestment, four dragnet fishing ships, and six months’ 
supply of fishing implements. It is also conducting test 
operations in Pakistan and Hong Kong; the tests con- 
ducted in Hong Kong so far have been successful and the 
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establishment of another joint firm there is expected dur- 
ing the course of this year. 


Source: The Journal of Commerce, New York, N. Y., 
March 2, 1955. 


Dutch Investments in Indonesia 


Dutch investments in Indonesia at the end of World 
War II are estimated to have totaled Rp 2.5 billion 
(US$222 million), according to a special memorandum 


reported to have been submitted by the Government 


to the Indonesian Parliament. The estates accounted for 
a little under half the total, with Rp 450 million in rubber 
estates, Rp 400 million in sugar estates and sugar mills, 
and Rp 350 million in other estates. Investments in the 
oil industry were also large, amounting to Rp 500 
million. The other major fields were banking, Rp 274 
million; shipping, Rp 100 million; and railways and city 
transit business, Rp 150 million. The amounts invested 
in general industry and in tin mines were relatively quite 
small, being only Rp 50 million and Rp 10 million, re- 
spectively. The figure for all other miscellaneous enter- 
prises was Rp 250 million. 


Source: A.N.P.-Aneta News Bulletin, New York, N. Y., 
February 26, 1955. 


United States and Canada 


Consumer Expectations in the United States 


Consumers are reported to be more optimistic about 
income prospects and business conditions in general in 
1955 than they were a year ago. The tenth annual survey 
of consumer finances and buying plans, conducted in 
January and February for the Board of Governors of the 
Federal Reserve System, shows consumer plans to pur- 
chase new automobiles to be about the same as last year. 
(This finding contrasts sharply with automobile industry 
predictions of a marked increase in new car sales during 
1955.) Consumers do, however, intend to raise their out- 
lay per car, from $2,500 in 1954 to $2,800 in 1955. Used 
car prospects are more favorable than a year ago, with 
more consumers planning to buy used cars and to spend 
larger amounts for their purchases. The number of con- 
sumers planning to buy furniture and appliances is larger 
than last year but fewer than at the beginning of 1953. 
More consumers plan to build or buy houses this year 
than in either 1954 or 1953, and the survey indicates that 
housing demand would continue strong in 1956. The 
Board attributed the increase in buying plans this year 
almost entirely to greater interest among veterans, and 
said that the increased availability of mortgage credit on 
attractive terms is an important factor. 


Source: The Journal of Commerce, New York, N. Y.. 
March 14, 1955. 
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U.S. Stock and Commodity Market Activity 


Heavy selling caused industrial stock prices in New 
York to fall sharply on March 14, the largest daily decline 
since the start of the Korean war. The Dow-Jones in- 
dustrial average declined 2.4 per cent, to 391, bringing 
prices back to their early December level. The decline 
from the peak of 420 on March 4 amounted to almost 
7 per cent. Railroad stocks have also fallen 7 per cent 
since March 4 and utilities 5 per cent. Commodity prices 
also weakened on March 14. Heavy selling of certain 
products was attributed to slow consumer demand and 
large receipts in wholesale markets. 


Source: The Wall Street Journal, New York, N. Y.., 
March 15, 1955. 


Canadian Gross National Product in 1954 


The Canadian gross national product in 1954 was 
$24.0 billion, compared with $24.4 billion in 1953. The 
decline reflects principally a $500 million fall in farm 
production resulting from the partial failure of the grain 
harvest. The value of nonfarm production at $22.9 bil- 
lion was almost unchanged from the previous year; in 
real terms, however, output declined slightly. Despite the 
stability indicated by year-to-year comparisons, nonfarm 
activity declined through the middle of 1954, continuing 
the movement which began in the third quarter of 1953. 
In the second half of the year, however, production re- 
covered, and by the fourth quarter was above the pre- 
vious peak rate attained in the third quarter of 1953. 

The decline in nonfarm activity between the third quar- 
ter of 1953 and the second quarter of 1954 was the result 
of a fall of $1.3 billion in final sales, reinforced by a 
decrease of $700 million in inventory holdings, and the 
subsequent recovery was associated with a $800 million 
increase of sales and a $400 million rise in inventories. 
The effects of these fluctuations on domestic output, how- 
ever, were cushioned by a $600 million decline in imports 
through the middle of the year followed by a $300 million 
increase in the second half. Most of the decline in pro- 
duction was in manufacturing industry, especially durable 
goods and textiles; outside of the manufacturing sector 
there were increases in all fields other than agriculture. 

Personal consumption steadily 
throughout the year, the decline in final sales and their 


expenditure rose 
subsequent recovery being due to movements in govern- 
ment consumption, gross domestic investment, and ex- 
ports. Over the year personal consumption rose by 3 per 
cent and housing by 9 per cent. Government consumption 
showed no change, despite a 9 per cent decline in defense 
expenditure, but exports and business investment both 
declined. The adjustment in business inventories and 
imports mainly affected durable goods and textiles; in 
addition, there was a reduction in farm inventories and 
grain stocks in contrast to accumulation in the previous 
year. 
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Despite the decline in production, personal income rose 
slightly during the year both before and after taxation, 
Labor income in particular continued to rise as a result 
of higher wage rates, which offset the effects of a 1 per 
cent drop in employment. In addition, transfer payments 
increased and dividend payments were maintained in 
spite of lower corporation earnings. The stability of per- 
sonal income and the rising trend of consumption, how. 
ever, were reflected in a decline in personal savings from 


BALANCE OF PAYMENTS YEARBOOK 
Volume 6, 1953-54 


The sixth of this series, designed to make available 
most of the Fund’s balance of payments information, 
will continue the loose-leaf system begun with Vol- 
ume 5. The first sections, issued in March 1955, 
include a brief description of the Yearbook, and also 
data for the following countries: 


Canada Japan 

Finland Union of South Africa 

France (Franc Area) United Kingdom 
United States 

The volume when completed will contain basic 
statistics, with explanatory notes, for the year 1953 
for about 65 countries, and preliminary data for 
1954 for most of these countries. For about two 
thirds of the countries, regional details for 1953, and 
in many cases for 1954, will be given. Half-yearly 
and quarterly statements for 1954 and the first half 
of 1955 will be published for countries for which 
such data are available, and data for 1950-52 that 
have been revised significantly since publication of 
Volume 5 also will be included. In addition, consoli- 
dated area statements for such country groups as the 
United States and Canada, the sterling area, OEEC 
countries, and the Latin American Republics will be 
shown, together with summary statements for most 
individual countries, expressed in U.S. dollars and 
covering several years. The analytic tables and staff 
commentaries in Volume 5 will be brought up to 
date, and similar material for other countries will 
be published. This volume, together with Volume 5, 
will provide a comprehensive record covering the 
period 1947-54 of the available balance of payments 
statistics. 

The loose-leaf sections will be issued monthly, in 
accordance with the availability of the data. It is 
expected that the last sections will have been issued 
by the end of 1955. NO BOUND VOLUME WILL 
BE AVAILABLE, but title pages and a table of 
contents will be furnished for the convenience of 
subscribers who may wish to bind their loose-leaf 
sections. 

Price of the loose-leaf sections, which will cover 
the entire Volume 6, will be US$5.00 or the approxi- 
mate equivalent in currencies of most countries. A 
binder for filing the loose-leaf sections may be pur- 
chased separately for $3.00. Address subscriptions to 


The Secretary 


International Monetary Fund 
1818 H Street, N.W., Washington 25, D.C. 
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9.2 per cent of disposable income in 1953 to 6.8 per cent 

in 1954. 

Source: Dominion Bureau of Statistics, National Ac- 
counts, Income and Expenditure, Fourth Quar- 


ter and Preliminary Annual 1954, Ottawa, 
Canada. 


Latin America 
(onvertibility and Latin America 


At the annual general meeting of the Bank of London 
and South America, Sir Francis Glyn, the chairman of the 
Bank, stated that the advent of convertibility might lead 
to an increase in the volume of Latin American exports 
to Europe. Sales in Latin America would be as keenly 
competitive as ever, especially as the tendency to look 
automatically to the United States for Latin American 
purchases still persists. This would result in a greater 
pressure on Europe’s dollar resources. 

The progress in Western Europe toward greater free- 
dom of trade and exchange has been taking place simul- 
taneously with a trend in the opposite direction in most 
of the more important Latin American countries. The 
non-dollar account countries, whose precipitate conver- 
sion of sterling balances into dollars in 1947 had been 
a contributory factor in the suspension of convertibility 
at that time, do not, however, appear to have large sterling 
balances at the present time, and would not therefore be 
in a position to exert an excessive strain on the sterling 
area’s dollar resources. It seems unlikely that these 
countries, which now exercise exchange control, would 
be able or willing to introduce convertibility immediately 
after its adoption in Europe. Fundamental changes are 
required in their domestic monetary and financial policies 
to remove, or at least vigorously curb, certain of the 
causes of inflation, such as excessive state expenditure 
and too easy credit. An entirely new approach to the 
question of exchange rates is also needed in many coun- 
tries, for their existing exchange structure is the antithesis 
of what would be needed for the adoption of convertibility. 
Source: The Economist, London, England, March 12, 

1955. 


Private U.S. Investment in Latin America 


A project for an investment trust fund to channel 
money into Latin American capital projects was an- 
nounced at the conclusion of the Inter-American invest- 
ment conference on March 3. The conference was organ- 
ized by the City of New Orleans and Time-Life Interna- 
tional to find ways of encouraging investment in Latin 
America, especially funds from small investors. It was 
reported that a group of investment bankers would pro- 
vide the first $10-15 million for the fund. Private busi- 
ness groups in Latin America will channel suggestions to 
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the administrative officials of the fund, who will screen 

them and put Latin American businessmen in touch with 

U. S. capital. 

Source: The Journal of Commerce, New York, N. Y.. 
March 4, 1955. 


Presidential Message fo Cuban Congress 


President Batista stated in his Message to Congress on 
February 28, 1955 that the Government had succeeded 
in the past two years in solving the difficult problems that 
Cuba had faced as a result of an extraordinary sugar 
crop of seven million tons and the lack of adequate 
markets. Cuba’s income had been reduced, but the Gov- 
ernment had avoided a very critical situation through 
emergency measures and compensatory policies. Cuba’s 
present economic rehabilitation plan is aimed at main- 
taining employment and economic activity. The National 
Bank has played an important role in this task. Cattle 
production is increasing, the tobacco crisis is over, rice 
crops are at record levels, and many new institutions for 
economic development have been established, such as the 
Bank for Agricultural and Industrial Development, the 
Bank for Economic and Social Development, the Bank 
of Foreign Trade, and the Nacional Financiera. Sugar, 
however, still accounts for 82 per cent of Cuba’s total 
exports, and in normal conditions the national budget is 
estimated to represent about 50 per cent of the value 
of the sugar crop. 


Source: Diario de la Marina, Havana, Cuba, March 1. 
1955. 


Interest Rates in Peru 


The interbank agreement of 1951 on the maximum 
interest rates to be paid in Peru on demand, time, and 
savings deposits has been terminated. Banks are now 
authorized to pay up to 4 per cent on demand deposits 
and up to 7 per cent on time and savings deposits, instead 
of 3 per cent and 6 per cent, respectively, the rates pre- 
scribed by the former agreement. The interest rates 
charged by commercial banks have also been readjusted 
upward by about 1 percentage point, the rate on prime 
commercial loans being now 10 per cent. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., March 14, 1955. 


Export-Import Bank Loan to Argentina 


Argentina has received a $60 million loan from the 
Export-Import Bank of Washington to assist in the con- 
struction of a steel mill. Proceeds from the loan will be 
used to purchase materials, equipment, and technical 
services from the United States. The mill, the total cost 
of which is estimated at $100 million, will be built at 
San Nicholas, a deep water port on the Parana River, by 
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the Sociedad Mixta Siderurgia. The loan has a 22-year 
maturity, with payments extending over an 18-year period 
beginning in 1959. Interest will be at the rate of 5 per 
cent per annum. In making the announcement, the Export- 
Import Bank said that the loan is in accordance with the 
recently announced U.S. Government policy of intensify- 
ing the Bank’s economic development lending activities 
in the Western Hemisphere. 


Source: The Journal of Commerce, New York, N. Y.. 
March 11, 1955. 


Other Countries 


Australian Wool Sales 


Prices at wool auction sales-in Australia are reported 
to have been steady at reasonably satisfactory levels since 
December. For four successive weeks to February 18 
clean average 64’s quality wool was unchanged at 
140 pence (Australian) per pound. The season’s record 
price of 412 pence was paid for seven bales of superfine 
marino fleece wool in February. The Bureau of Agricul- 
tural Economics states that, although world wool produc- 
tion in 1954-55 is expected to be 1 or 2 per cent larger 
than in 1953-54, the outlook for consumption is more 
reassuring than at the end of last season in spite of a 
lower level of mill activity. Consumption has been 
lagging in Japan, and government orders have fallen off 
in the United States where synthetics offer greatest com- 
petition, but activity has increased in the United King- 
dom, France, and most other West European countries. 


Source: Bank of New South Wales, Review (Wool 
Notes), Sydney, Australia, February 24, 1955. 


Monetary Reform in French African Territories 


Two decrees published in the Journal Officiel of Janu- 
ary 25, 1955, provide for a reorganization of central 
banking functions in French African territories. An 
“Institut d’Emission de l'Afrique Occidentale Francaise 
et du Togo” will take over the central banking functions 
in French West Africa formerly assumed by a private 
bank, the Banque de l'Afrique Occidentale. The bank 
will be administered by a board of 18 members represent- 
ing the Ministers of Finance and Overseas Territories, the 
various territories of the French West African Federation 
and Togo, representatives of the Bank of France and of 
the Caisse Centrale de la France d’Outre-Mer, the Presi- 
dent of the Central Bank of French Equatorial Africa, 
and a member of the Comité Monétaire de la Zone Franc. 

An “Institut d’Emission de l'Afrique Equatoriale Fran- 
caise et du Cameroun” will take over the central banking 
functions in French Equatorial Africa and Cameroon 
formerly assumed by the Caisse Centrale de la France 


d’Outre-Mer in those territories. Its functions and ad- 


INTERNATIONAL FINANCIAL News Survey, March 18, 1955 


ministration are patterned after those of the Central 
Banking Institute for French West Africa. 


Source: Agence Economique et Financiére, Paris, France, 
January 26, 1955. 


Central African Federation Power Project 


The Prime Minister of the Federation of Rhodesia and 
Nyasaland has announced that the Government has de- 
cided to proceed with the Kariba hydroelectric project on 
the Zambezi, at an estimated cost of £54 million. Finance 
will be sought from sources other than the London mar- 
ket, as the Federal Government wishes to utilize borrow- 
ing in London to meet the normal development program. 
The International Bank has been advised of the decision 
in favor of the Kariba project and has been invited to 
send an economic mission. The Federation itself will 
contribute £8 million to the scheme. 


Source: The Times, London, England, March 2, 1955. 


IBRD Economic Development Institute 


The International Bank for Reconstruction and De- 
velopment announced on March 11 the establishment of 
an Economic Development Institute which will be open 
to senior government officials from the bank’s member 
countries. The Institute will serve as a staff college where 
the participants will join in an intensive seminar on the 
formulation of development policies and the organization 
and administration of development programs. Each of the 
first two seminars will be for a six-month period, the first 
to commence in January 1956 and the second in October 
1956. The Institute will be located in or near Washington. 

The Rockefeller Foundation and the Ford Foundation 
each have made available $85,000 toward the cost of 
operating the Institute during a two-year period. These 
funds represent half of the estimated cost of operating 
the Institute during this period; the remaining cost will 
be met by the Bank. 

Professor A. K. Cairncross, Director of the Department 
of Social and Economic Research at the University of 
Glasgow, has been appointed Director of the Institute, 
and will take up his duties on July 1, 1955. 






















International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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